Terrebonne Parish Communications District
City of Houma, Louislana

Annual Financial Report
As of and for the
Year Ended December 31, 2005

Under provisions of state law, this report is a public
document. Acopy of the report has been submitted to
the entity and other appropriate pubiic officials. The
repart is available for public inspecticn at the Baton
Rouge office of the Legislative Auditor and, where
appropriate, at the office of the parish clerk of court.

Release Date. 3-2 .0 6

Under the provisions of state law, this report is a public document. A copy of this report has
been submitted fo the Governor, Attorngy General, and other public officials as required by
state law. A copy of this report has been made available for public inspection at the Baton
Rouge office of the Legislative Auditor and at the office of the parish clerk of court.




Terrebonne Parish Communications District
Houma, Louisiana

Annual Financial Report
As of and for the Year Ended December 31, 2005
Table of Contents

Independent Auditor's Report
Financial Statements
Basic Financial Statements:
Statsment of Net Assets
Statement of Revenues, Expenses, and Changes in Net Assets
Statement of Cash Flows
Notes to Financial Statements
Suppliementary Information Section
Status of Phase One Implementation of Wireless E911 Service

Schedule of Revenues Derived from the Wireless E911 Service Charge
and the Use of Such Revenues

Special Report of Certlified Public Accountants

Independent Auditor's Report on Internal Control over Financial Reporting and
on Compiiance and Other Matters Based on an Audit of Financial Stalements

Performed in Accordance with Government Auditing Standards
Schedule of Findings and Questioned Costs
Management's Corrective Action Plan for Current Year Findings

Schedule of Prior Findings and Resolution Matters

6-13

14-15

16

17-18
19-21
22

23-24




and 103 Ramey Road

Pell i Houma, Louisiana 70350

Certified Public Accouniants Ph. (985) 851-3638
(A Projessionsl Corporation } Fax{985) 851-395¢

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Terrebonne Parish Communications District
City of Houma, Louisiana

We have audited the accompanying financial statements of the governmental activities of
Terrebonne Parish Communications District (the District), a component unit of the
Terrebonne Parish Consolidated Government ({the Parish), as of and for the year ended
December 31, 2005, as listed in the table of contents. These financial statements are the
responsibility of the District's management. Qur responsibility is to express an opinion on
these financial statements based on our audit.

We conducted our sudit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Govemment Audiling Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement
presentation. We belleve that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Terrebonne Parish Communications District as of
December 31, 2005, and the changes in its net assets and its cash flows for the year then
ended in conformity with accounting principles generally accepted in the United States of

- Amaerica.

The District has not presented Management's Discussion and Analysis that the
Governmental Accounting Standards Board has determined is nacessary to supplement,
although not required to be part of, the basic financial statements.

in accordance with Government Auditing Standards, we have also issued a report dated June
2, 2008 on our consideration of the Terrebonne Parish Communications District's intemal
control over financial reporting and our tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, and other matters. The purpose of that report




To the Board of Directors
Temebonne Parish Communications District
City of Houma, Louisiana

is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing and not to provide an opinion on the internal control
over financial reporting or on compliance. That report is an integral part of an audit performed
in accordance with Govemment Auditing Standards and should be considered in conjunction
with this report in considering the results of our audit.

The supplemental information contained on pages 14, 15, and 16 is presented for the
purpose of additional analysis and is not a required part of the financial statements of the
Terrebonne Parish Communications District. Such information has not been subjected to the
auditing procedures applied in the audit of the basic financial statements and, accordingly, we
express no opinion on it.

Pote: . Hfe

June 2, 2008
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Terrebonne Parish Communications District

Statement of Net Assets

December 31, 2005

Assets
Current assets
Cash and cash equivalents $ 1525421
Receivables 153,470
Prepaid expenses 40,888
Total current assels 1,719,779
Capital assets, net 473,283
Total assets $ 2,193,062
Liabilitles
Current liabilities
Accounts payable and accrued expenses $ 44 744
Cartificates of indebtedness payable within one year 65,000
Total current liabllities 100,744
Long-term liabilities
Compensated absences payable 35,937
Caeriificates of indebtedness payable after ane year 585,000
Total long-term liabilities 620,937
Total liabilities 730,681
Net Asgets
Net assets
Invested in capital assets, net of related debt 256,124
Unrestricted 1,208,257
Total net assets 1,462,381
Total lizbilities and net assets $ 2,1 93,062

The accompanying notes are an integral pant of this statermnent.
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Terrebonne i’arlsh Communications District

Statement of Revenues, Expenses,
and Change in Net Assets
For the Year Ended December 31, 2005

Operating revenues
Charges for services
Other operating revenues

Total operating revenues

Operating expenses

Personal services

Other services and charges

Depreciation

Repairs and maintenance

Supplies and materials

Total expenses

Operating income
Non-operating revenues {expenses)

Interest income

Interest expense

Total non-operating revenues (expenses)

Change in net assets

Net assets
Beginning of year

End of year

The accompanying notes are an integral part of this statement.
._4-
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1,201,152
37,735

1,238,887

710,667
243,979
107,323
29,016
17,442

1,108,427

130,460

28,245
{9,667)

18,578

149,038

1,313,343

$ 1 462,381



Terrebonne Parish Communications District

Statement of Cash Flows
For the Year Ended December 31, 2005

Cash flows from operating activitles:
Cash recelved from customers
Cash raceived from other scurces
Cash payments to employees for services and benefits
Cash payments to suppliers for goods and services

Net cash provided by operating activities

Cash flows from capltal and related financing
activities:
Acquisition and construction of capital assets
Proceeds from certificate of indebtedness
Principal paid on outstanding debt
interest paid on outstanding debt

Net cash provided by capital and related financing activities

Cash flows provided by investing activitles:
Interest received

Net increase in cash and cash equivalents

Cash and cash equivalents
Beginning of year

End of year

Reconclliation of operating income to net cash provided by
operating activities:
Operating income
Adjustments to reconcile operating income to net cash
provided by operating activities:
Depreciation
(Increase)/decrease in assets:
Receivables
Prepaid expenses
Decrease in llabilities:
Accounts payable and accrued expenses

Total adjustments

Net cash provided by operating activities

The accompanying notes are an integral part of this statement.
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$ 1,231,227

37,735
(709,958)
(295,352)

263,652

(89,1186)
500,000
(35,000)

(9,667)

366,217

28,245
658,114

867,307

$ 1525421

$ 130,480

107,323

30,076
(970)

(3,237)
133,192
$ 263,652




Terrebonne Parish Communications District

Notes to Financial Statements
For the Year Ended December 31, 2005

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying basic financial statements of the Terrebonne Parish Communications
District (the District) conform to accounting principles generally accepted in the United States
of America (GAAP) as applied to local governmental units as prescribed by the Governmental
Accounting Standards Board (GASB). The foliowing is a summary of significant accounting
policies:

A. REPORTING ENT!ITY

The District assesses a fixed monthly service charge to customers of local telephone and
wireless communication companies providing service in Terrebonne Parish. The
companies collect the charge then remit those collections to the District. The District uses
this service charge to run an emergency 911 system.

The District is a component unit of Terrebonne Parish Consolidated Government (the
Parish) and as such, these financial statements will be included in the comprehensive
annual financial report (CAFR) of the Parish for the year ended December 31, 2005. The
District has reviewed all of its activities and determined that there are no potential
component units which should be included in its financial statements.

B. METHOD QOF ACCOUNTING

GASB Statement No. 34 established standards for external financial reporting for ali state
and local governmental entities which includes a statement of net assets, a statement of
revenues, expenses and changes in net assets and a statement of cash flows. It requires
the classification of net assets into three components — invested in capital assets, net of
related debt; restricted; and unrestricted. These classifications are defined as follows:

Invested in capital assets, net of related debt — This component of net assets consists
of capital assets, net of accumulated depreciation and reduced by the outstanding
batances of any bonds, mortgages, notes, or other borrowings that are atiributable to
the acquisition, construction, or improvement of those assets. If there are significant
unspent related debt proceeds at year-and, the portion of the debt atiributable to the
unspent proceeds are not included in the calculation of invasted in capital assets, net
of related debt. Rather, that portion of the debt is included in the same net assets
component as the unspent proceeds.

Restricted — This component of net assets consists of constraints placed on net asset
use though external constraints imposed by creditors (such as through debt
covenants), grantors, contributors, or laws or regulations of other governments or
constraints imposed by law through constitutional provisions or enabling legislation.

Unrestricted net assets — This component of net asssts consists of net assets that do
not meset the definition of “restricted” or “invested in capital assets, net of related debt".

-6




Terrebonne Parlsh Communications District

Notes to Financial Statements
For the Year Ended December 31, 2006

NOTE 1 - SUMMARY OF Si CANT ACCOUNTING POLI nt

The basic financial statements of the District are prepared on the accrual basis of
accounting, whereby revenues are recognized when eamed and expenses are
recognized when incurred.

C. USEQF IMATES

The preparation of financial statesments in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect certain reported amounts and disclosures. Accordingly, actual
results could differ from those estimates.

D. CASH SH EQUIVALENTS

For purposes of the Statement of Cash Flows, the District considers cash and cash
equivalents to include amounts in checking accounts, investments with maturities of three
months or less when purchased, and the Louisiana Asset Management Pool (LAMP).

LAMP is an external pool which is operated in a manner consistent with the SEC’s Rule
2a7 of the Investment Company Act of 1940. Rule 2a7 allows SEC-registered mutual
funds to use amortized cost rather than fair value to report net assets fo compute share
prices if certain conditions are met.

E. ACCOUNTS RECEIVABLE

The basic financial statements for the District contain n¢ allowance for uncollectible
accounts receivable. it is the opinion if management that receivables as of December 31,
2005 are collectible and possible bad debt losses are immaterial.

F. CAP[TAL ASSETS

Capital assets are valued at historical cost or estimated historical cost if purchased or
constructed. Donated capital assets are valued at thelr estimated fair value on the date of
donation. The costs of normal maintenance and repairs that do hot add value to the asset
or materially extends its useful iife are not capitalized. Major outlays for capital assets
and improvements are capitalized at completion of construction projects.

Depreciation of all capital assets, excluding land, is calculated over the estimated useful
lives using the straight-line method as follows:

Buildings 5 - 40 years
Equipment 5 - 20 years




Terrebonne Parish Communications District

Notes to Financial Statements
For the Year Ended December 31, 2005

NOTE 1 - SUMMARY OF SIGNIFIC NTING POLICIES (Cont.
G. ACC 1ON VE

Employees of the District can eam twelve or sevenieen days per year vacation leave,
depending on their length of employmant.

All employees are required to take vacation within one year of being eamed. Any unused
vacation remaining on the employee’s anniversary date will be transferred to sick leave.
In the event the employee is terminated or resigns, all vacation leave not transferred to
sick leave will be paid to them. .

Employeces of the District eam seven days sick leave per year. Upon official retirement
from the Parochial Retirement System, the retiring employee wili be allowed to receive
half of whatever accumulated sick ieave time has accrued, up to a maximum of 30 days,
by leaving work early and remaining on the payroll until the 30 days are exhausted.

The liability for vacation and sick leave is recorded as a long-term liability in the financial
statements. ' '

H. HEVENUES AND EXPENSES

Operating revenues and expenses consist of those revenues and expenses that result
from the ongoing principal operations of the District. Operating revenues consist primarily
of charges for services. Non-operating revenues and expenses consist of those revenues
and expenses that are related to financing and investing types of activities and result from
nonexchange transactions or ancillary activities.

When an expense is incurred for purposes for which there are both restricted and
unrestricted net assets available, it is the District's policy to apply those expenses to
restricted assets to the extent such are available and then to unrestricted net assets. As
of December 31, 2005, the District had no restricted assets.

NOTE 2 - DEPOSITS AND INVESTMENTS

Terrebonne Parish Communications District adopted Governmental Accounting Standards
Board Statement No. 40, Deposit and Investment Risk Disclosures, in the current year.

Louisiana state law allows all political subdivisions to invest excess funds in obligations of the
United States or other federally insured investments, cerfificates of deposit of any bank
domiciled or having a branch in the state of Louisiana, guaranteed investment contracts and
investment grade (A-1/P-1) commercial paper of domestic corporations.




Terrebonne Parish Communications District

Notes to Financial Statements
For the Yoar Ended December 31, 2005

NOTE 2 - DEPQSITS AND INVESTMENTS (Cont.)
Bank Deposits:

State law requires that deposits (cash and certificates of deposits} of all political subdivisions
be fully collateralized at all times. Acceptable collateralization includes FDIC insurance and
the market value of sacurities purchased and pledged to the political subdivision. Obligations
of the United States, the State of Louislana, and certain political subdivisions are allowed as
security for deposits. Obligations furnished as securify must be held by the political
subdivision or with an unaffiliated bank or trust company for the account of the palitical
subdivisions.

The year-end balance of deposits is as follows:

Bank Reported
Balance Amount
Cash i 1 32!727 $ 1 16!01 9

Custodial credit risk is the risk that in the event of a bank failure, the District's deposits may
not be returned to it. The District has a wrtten policy for custodial credit risk. As of
December 31, 2005, $32,727 of the District's bank balance of $132,727 was exposed to
credit risk. These deposits were uninsured and collateralized with securities held by the
pledging financial institution’s trust department or agent, but not in the District's name.

As of December 31, 2005, cash was adequatsly collateralized in accordance with state law
by securities held by an unaffiliated bank for the account of the District. The Governmental
Accounting Standards Board (GASB), which promulgates the standards for accounting and
financlal reporting for state and local governments, considers these securities subject to
custodial credit risk. Even though the pledged securities are considered subject to custodial
credit risk under the provisions of GASB Statement 40, Louisiana Revised Statute 39:1229
imposes a statutory requirement on the custodial bank to advertise and sell the pledged
securities within ten days of being notified by the depositor that the fiscal agent has failed to
pay deposited funds upon demand.

Investments:

State statutes authorize the District to invest in obligations of the U.S. Treasury, agencies and
instrumentalities; guaranteed investment contracts and investment grade (A-1/P-1)
commercial paper of domestic corporations; repurchase agreements; and the Louisiana
Asset Management Pool (LAMP).




Terrebonne Parish Communications District

Notes to Financial Statements
For the Year Ended December 31, 2005

NOTE 2 - DE| TS AND INVESTMENTS (C

As a means of limiting its exposure to fair value losses arising from interest rates, the
District's investment policy limits investments to securities with less than six months from the
date of purchase unless the investment is matched to a specific cash flow.

Credlt risk is defined as the risk that an issuer or other counterparty to an investment will not
fulfill its obligations. The District's Investment policy requires the application of the prudent-
person rule. The policy states, investments shall be made with the judgment and care, under
circumsiances then prevailing, which persons of prudence, discretion and intelligence
exercise in the management of their own affairs, not for speculation, but for investment,
considering the probable safely of their capilal as well as the probable income to be derived.
Primary emphasis shall be placed upon the safaly of such funds in an sffort to minimize risk
while eaming maximum returns. The District’'s investment policy limits investments to those
discussed earller in this note. LAMP has a Standard & Poor's Rating of AAAm.

For an investment, custodial credit risk is the risk that, in the event of the failure of the
counterparty, the District will not be able to recover the value of its investments or collateral
securities that are in the posssession of an outside party. Investments In external investment
pools are not exposed to custodial credit risk because of their natural diversification and the
diversification required by Securities and Exchange Commission.

LAMP, a local government investment pool, is administered by LAMP, Inc., a non-profit
corporation organized under the laws of the State of Louisiana, which was formed by an
initiative of the State Treasurer in 1993. While LAMP is not required to be a registered
investment company under the Investment Company Act of 1940, its investment policies are
similar to those established by Rule 2a7, which governs registered money market funds. The
primary objective of LAMP Is to provide a safe anvironment for the placement of public funds
in short-term, high quality investments. The LAMP portfolio includes only securities and other
obligations in which iocal governments in Louisiana are authorized to invest in accordance
with LSA-R.S. 33:2055. Accordingly, LAMP investments are restricted to securities issued,
guaranteed or backed by the U.S. Treasury, the U.S. Government or one of its agencies,
enterprises or instrumentalities, as well as repurchase agreements collateralized by those
securities. The dollar weighted average portfolioc maturity of LAMP assets is restricted to not
more than 90 days, and consists of no securities with a maturity in excess of 397 days. The
fair value of investments is determined on a weekly basis to monitor any variances between
amortized cost. The fair value of participant's position is the same as the value of the pool
shares. LAMP is designed to be highly liquid to give its participants immediate access to
their account balances. Invesiments in LAMP as of December 31, 2005 amounted to
$1,409,402 and are classified on the Statement of Net Assets as “Cash and cash
equivalents”.
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Terrebonne Parish Communications District

Notes to Financial Statements
For the Year Ended December 31, 2005

NOTE 2 - DEPOSITS AND INVESTMENTS (Cont.}

A reconciliation of deposits and investments as shown on the Statement of Net Assets is as
follows:

Reported amount of deposits $ 116,019
Reported amount of investments 1,409,402
Total $ 1 ;525,421

NOTE 3 — CHANGES IN CAPITAL ASSETS
Capital asset activity for the year ended December 31, 2005 was as follows:

January 1, December 31,
2005 Additions Deletions 2005

Construction in progress $ 2842 $§ 64317 $ - $ 67,159
Buildings 327,568 - - 327,568
Equipment 1,355,476 24,799 - 1,380,275
Total capital assets 1,685,886 89,116 - 1,775,002
Less accumulated depreciation for:

Buildings {46,896) {8,513} - {55,409)
Equipment (1,147,500) (98,810) - (1,246,310)
Total accumulated depreciation (1,194,396)  (107,323) - (1,301,719)
Total capita! assets, net _$ 491,490 =$ (18,207 $ - $ 473!283

TE 4 — ~-TEBM LIABI

Long-term liabilities consist of compensated absences payable for accumulated unpaid
vacation and sick leave and certificates of indebtedness.

As of December 31, 2005, the District had two outstanding certificates of indebtedness
totaling $650,000. The first certificate bears interest at 5.23% and is payable through
November 1, 2009. The second certificate bears interest at 4.15% and is payable through
October 1, 2017. The certificates are 'secured by a pledge and dedication of the excess of
annual revenues above statutory, necessary and usual charges in each of the fiscal years
during which the certificates are outstanding.

11-




Terrebonne Parish Communications District

Notes to Financial Statements
For the Year Ended December 31, 2005

NOTE 4 — LONG-TERM LI nt.

The following is a summary of changes in long-term liabilities of the District for the year
ended December 31, 2005:

Compensated Certificates of

Absences Indebtedness

Payable as of January 1, 2005 $ 35,241 $ 185,000
Increase in accumulated unpaid

vacation and sick leave 696 -

Proceeds from certificate of indebtedness - 500,000

Debt retired - (35,000)

Payable as of December 31, 2005 $ 35,937 $___ 650,000

The requirements to amortize certificates of indebtedness outstanding as of December 31,
2005 are as follows:

Year Principal interest Total
2006 $ 65,000 $ 248456 $ 89,845
2007 65,000 24,904 89,904
2008 75,000 21,629 96,629
2009 75,000 18,033 93,033
2010 40,000 14,374 54,374
Thereafter 330,000 50,846 380,846
Totals $_ 650,000 3 154,631 $ 804,631

Compensated absences are described in Note 1G.
NOTE 5 — COMMITMENT

The Federal Communications Commission (FCC) and the Louisiana State Legislature have
issued rulings and statues requiring wireless telecommunication providers to provide the
number and location of the caller to the communications district when a caller accesses 911.
State statues require the caller location service to be operating within one year of collecting a
consumer fee for the service.

The District implemented the rulings and has begun collecting the service charge effective
January 1, 2001. Proceeds from the consumer servica charge, $620,350 for the year ended
December 31, 2005, shall be used for the payment of service provider and district costs
associated with system implementation. However, the district shall not make payments to
service providers unless there is a cooperative endeavor agreement between the District and

-12-




Terrebonne Parish Communications District

Notes to Financial Statements
For the Year Ended December 31, 2005

NOTE § - COMMITMENT (Cont.

the provider delimiting the cost of implementation. The District has completed cooperative
endeavor agreements with five providers and is in the process of negotiating an agreement
with the remaining provider.

NOTE 6 — DEFIN ENEFIT PENSION PLAN

Plan Description —The Board of Directors of the Terrebonne Parish Communication District
has established a voluntary retirement savings program. This program is established under
Section 457 of the Internal Revenue Code. An employee may elect to voluntarily set aside
income from his or her payroll check on a pre-tax basis. The funds in this account
accumulate on a tax-deferred basis and are taxed at withdrawal, usually at retiremsnt or
under financial hardship provisions.

Funding Policy — The District makes contributions on the Employee’s behalf based on the
following formula: 3% for all full-time employees that have completed their probationary
period and five years of consecutive full-fime employment with an additional 1% added (4%
total) for all full-time employees with seven years of consecutive full-time employment and an
additional 1% added (5% total) for all full-time employees with ten years of consecutive full-
time employment.

The District's conftributions to the Plan for the year ending December 31, 2005 totaled
$10,093.

NOTE 7 — COMPENSATION OF BOARD MEMBERS
No compensation was paid to Board Members for the year ended December 31, 2005.

NOTE 8 — SUBSEQUENT EVENT

in 2001, the District signed an agreement with an architect for the renovation and
construction of the Terrebonne Parish 911 Communications Center. As of Decembar 31,
2005, the District paid architectural and enginaering fees of $67,159 for the planning, design,
and construction of the Center. The contract sum of the building Is $247,038 as of June 2,
2006 with a total budget of $900,000.

NOTE 9 - QOTHER OPERATING REVENUE

During the year ended December 31, 2005, the District recognized revenue reimbursements
of $21,356 from the Federal Emergency Management Agency for Humicanes Katrina and
Rita.
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Terrebonne Parlsh Communications District
Status of Phase One Implementation of
Wireless E911 Service
For the Year Endad December 31, 2005

The Louisiana State Legislature has enacted Act 1029 (the Act), to amend and reenact
Louisiana Revised Statutes 33:9101, 9102, 9103, 9105, 9106, and 9109 relative to
communication districts. The Act, effective January 1, 2000, authorizes Louisiana

Communication Districts to establish, by resolution of the Board of Directors, the ability to -

collect an emeargency telephone service charge in the amount of $0.85 per wireless user per
month levied on wireless users of Commercial Mobile Radio Service (CMRS) who can
access the 911 emergency telephone number system. Phase One requires CMRS carriers
to implement locational services and have the capability to assign wireless calls usabie
numbers for callback and forwarding uninterrupted calls.

The purpose of the Act is to provide a funding mechanism to cover the costs of implementing
enhancements to the emergency 911 telephone system for cellular and other wireless
telephone users as provided by the Federal Communications Commission in Matter #94-102,
Enhancsments will automatically provide the wireless telephone number and wireless tower
location of the wireless caller to the District when a caller accesses the 811 system. Although
these enhancements currently exist for persons dialing from “landline telephones,” certain
technological enhancements must be made in order to provide this information from wireless
devices. The districts are required to negotiate and enter into a cooperative endeavor
agreement provided for by the Act with each CMRS carrier to ensure that the service charge
Is collected, remitted and the service enhancements are implemented. For any district having
a population of not less than 30,000 persons as of the most recent federal decennial census,
the enhancements shall be completed by the District and all of the CMRS carriers providing
service within the district within one year of the initial levy of the service charge. Proceeds
received shall he used for payment of CMRS carrier and district costs associated with the
implementation of Phase One. Any funds collected in excess of those necessary to pay
costs of such enhancements may be expended for any lawful purpose of the District.

The Terrebonne Parish Communications District {the District) notified each CMRS carrier by
certified letter of the adoption by the Board of Directors of Resolution No. 090289-A which
levied an emergency telephone service charge of $0.85 per month per wireless CMRS

connection as of January 1, 2000. The District then sent a letier to each CMRS carrier

conceming signing a cooperative endeavor agreement. Due to the various wireless provider
corporate purchases, mergers, and other business activities, two of the CMRS carriers in the
District have assumed under existing agreements. As of December 31, 2005, the District has
completed cooperative endeavor agreements with five CMRS cariers, out of the total six.
The District is in negotiations with the remaining CMRS carmier.

The CMRS carriers have besn remitting the wireless E911 service charges collected from the
CMRS connections (customers) beginning January 1, 2000. Remittance for service charges
has begun for the five CMRS carriers that have signed cooperative endeavor agreements
with the District. The remaining CMRS carrier that has not agreed on a cooperative endeavor
agreement has not been paid any service charges by the District because no district shall
make paymentof CMRS carrier costs associated with the Implementation of Phase One
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Terrebonne Parish Communications District
Status of Phase One Implementation of
Wireless £911 Service
For the Year Ended December 31, 2005

enhancements required by such an order unless there is a cooperative endeavor agreement
between the District and the CMRS carrier delimiting the cost of the implementation to be
recovered. '

The District, as well as Communications Districts state-wide, has had problems implementing
Phase One in prior years. During the year ended December 31, 2005, the District has been
successiul due to numaerous corporate mergers and CMRS carriers that have establishad
recurring costs with Justification; however, one carrier has yet to enter into a cooperative
endeavor agreement. Although the District has encountered problems concerning Phase
One implementation, wirgless users have maintained access through the CMRS carriers to
the 911 system.

The District intends to recover the costs of additional staff hired to handle additional call
volume with the wireless revenues as well as recover other costs related to the new wireless
requirements. Other wireless costs include the service charge that will be assessed by the
CMRS carriers based on the cost of updating their technology to implement the enhancement
phase. The remitiance of these costs depends on the signing of the cooperative endeavor
agreements. The schedule of wireless revenues and use of wireless revenues can be found
on page 16.

-15-




Terrebonne Parish Communications District
Schedute of Revenues Derived from the Wireless E911
Service Charge and the Use of Such Revenues
For the Year Endad December 31, 2005

(Unaudited)
Wireless

Operating revenues

Charges for services $ 620,350
Operating expenses

Personal services 383,760

Other services and charges 144,144

Depraciation 57,954

Repairs and maintenance 15,669

Supplies and materials 9,419

Total operating expenses 610,946

Operating income $ 9,404

Note: Allocation of wireless operating expenses was determined by applying the percentage
of wireless calls to total calls to the operating expenses described in the Statement of
Revenues, Expenses, and Change in Net Assets. Revenues from charges for
services are based on actual reported revenues for wireless services. The number of
total calls and wireless calls was furnished to us by the District's managemant.
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SPECIAL REPORT OF CERTIFIED PUBLIC ACCOUNTANTS




Martin
and 103 Ramey Road

Pell i Houma, Lovisiana 70360

Cenified Public Accomniams Ph. (985) 851-3638

{A Prafessional Corporation Fax (985) 851-3951
INDEPENDENT AUDITOR'S RE N INTERNAL CONTROL OVER FINANCIA
REP D ON COMP. E OTHER MATTERS BAS N AUDIT OF
F T. MEN ED R E WITH
GOVERNMENT AUDITING STANDARDS

To the Board of Directors
Terrebonne Parish Communications District
City of Houma, Louisiana

We have audited the financial statements of the Terrebonne Parish Communications District
{the District), a component unit of the Terrebonne Parish Consoclidated Government, as of
and for the year ended December 31, 2005, and have issued our report thereon dated June
2, 2006. We conducted our audit in accordance with auditing standards generally accepted
in the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Compfroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Organization’s intemal control over
financial reporting in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements and not to provide assurance on the
internal control over financial reporting. However, we noted a certain matter involving the
internal control over financial reporting and its operation that we consider to be a reportable
condition. Reportable conditions involve matters coming to our attention relating to significant
deficiencies in the design or operation of the internal control over financial reporting that, in
our judgment, could adversely affect the QOrganization's ability to record, process, summarize,
and report financial data consistent with the -assertions of management in the financial
statements. A reportable condition is described in the accompanying Schedule of Findings
and Questioned Costs as item 05-02.

A material weakness is a condition in which the design or operation of one or more of the
intaral control components does not reduce to a relatively low level the risk that
misstatements caused by error or fraud in amounts that would be material in relation to the
financial statements being audited may occur and not be detected within a timely period by
employees In the normal course of perfarming their assigned functions. Our consideration of
the intemal control over financial reporting would not necessarily disciose all matters in the
internal control that might be reporiable conditions and, accordingly, would not necessarily
disclose all reportable conditions that are also considered to be material weaknesses.
However, we believe that the reporiable condition described above is not a material

‘weakness.
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Board of Directors
Terrebonne Parish Communications District
City of Houma, Louisiana

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District's basic financial
statements are free of material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts and grant agreements, noncompliance with
which could have a direct and material effect on the determination of financial statement
amounts, However, providing an opinion on compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an opinion. The results of our
tests disclosed one instance of noncompliance that is required t0 be reported under
Government Auditing Standards which is described in the Schedule of Findings and
Quaestioned Costs as item 05-01.

This report is intended for the information and use of the Board of Directors, management,
the State of Louisiana, and the Louisiana Legislative Auditor for theé State of Louisiana and is
not intended to be and should not be used by anyone other than these specified parties.
Under Louisiana Revised Statute 24:513, this report is distributed by the Legislative Auditor
as a public document.

Nade- et @

June 2, 2006
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Terrebonne Parish Communications District
Schedute of Findings and Questioned Costs
As of and for the Year Endad December 31, 2005

Section | - Summary of Auditor's Results

1.

4.

The auditor's report expresses an unqualified opinion on the financial stalements of
the Terrebonne Parish Communications District.

One reportable condition was noted during the audit of the financial statements. This
reportable condition was not considerad a material weakness.

One instance of noncompliance material to the financiai statements of the Terrebonne
Parish Communications District, which would be required to be reported in accordance
with Government Auditing Standards, was disclosed during the audit.

A management letter was not issued.

Sectlon Il — Financlal Statement Findings

0501

Criteria: The Federal Communications Commission (FCC) via FCC Matter 94-102,
enacted in July 1996, set distinct requiroments for making wireless 911 more
compatible with existing 811 wireline systems and stipulates the necessity for the
establishment of a cost recovery mechanism for both wireless service suppliers and
911 districts. The Louisiana State Legislature enacted Act 1029 to address the issue
of a cost recovery mechanism for Phase One of the FCC order, and was made
effective January 1, 2000 as amendments and reenactments to Louisiana Revised
Statues 33:9101, 9102, 9103, 9105, 9106, and 9109. The Act authorizes Louisiana
Communication Districts to establish, by resolution of the Board of Directors or
Ordinance of the Parish’s governing authority, the amount of $0.85 per wireless user
per month to be collected and remitted to the appropriate district for said purpose.
Proceeds shall be used first for payment of wireless service suppliers and district costs
associated with the implementation of enhancements required in Phase One. Any
funds collected in excess of those necessary to pay costs of such enhancements may
be axpendad for any lawful purpose of the District. Phase One requires implementing
enhancements that will automatically provide the number and location of the wireless
caller to the communications district when a caller accesses 911. The District will be
required to pay a one-time non-recurring fee per subscriber at a rate specified by the
service supplier. A monthly recurring charge will be paid to the service supplier by the
District to help cover the service supplier's enhancement costs at a specified rate per
subscriber. The service suppliers will not be able to raceive the monthly recurring
charges unfil a cooperative endeavor agreement has been signed. For any district
having a population of not iess than 30,000 persons as of the most recent federal
decennial census, the enhancements shall be completed by the District and all of the
wireless service suppliers within one year of the initial levy of the service charge.
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Terrebonne Parish Communications District
Schedule of Findings and Questioned Costs
As of and for the Year Ended December 31, 2005

c fl - Fina } Stateme ngs (Cont.

Condition: During the audit, it was noted that as of December 31, 2005 there were five
signed cooperative endeavor agreements out of a total of six service suppliers. The
District is still in negotiations with the other service supplier. Phase One was not
complete within the first year of the initial levy of the service charge. The service
supplier has not received any service charge payments by the District because no
district shall make payment of a service supplier's costs associated with the
impiementation of Phase One enhancements required by such an order unless there
is a cooperative endeavor agreement between the District and the supplier delimiting
the cost of the implementation to be recovered. Although the service supplier has not
yet provided Phase One information to the District, wireless users have maintained
access to the 911 system.

Cause and Effects of Condition: The District notified each sarvice supplier by certified
letter of the adoption by the Board of Directors of Resolution No. 090289-A which
levied an emergency telephone service charge of $0.85 per month per wireless
service subscriber. In compliance with the Act, the District also sent a letter to the final
service supplier concerning signing a cooperative endeavor agreement. Such service
supplier has not signed an agreement.

Recommendation: The District needs to seek a timely lawful resolution to
implementing Phase One of FCC Matter 94-102 and Louisiana State Legislative Act
1029.

Section Ill - Internal Control Findings

05-02

Criteria: In our consideration of Internal control, we noted that the size of the
Terrebonne Parish Communications District's operations and its limited accounting
staff preclude an adequate system of internal control.

Effects of Condition: The inteamal control, in our judgment, could adversely affect the
entity’s ability to record, process, summarize, and report financial data consistent with
the assertions of management in the financial statements.

Cause of Conditions: The size of the Terrebonne Parish Communications District and
fts limited accounting staff preclude and adequate segregation of duties and other
features of an adequate system of internal control.

Recommendation: The Board of Directors of the Terrebonne Parish Communications
District should closely monitor the day-to-day activities of the Organization.
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Terrabonne Parish Communications District
Schedule of Findings and Questioned Costs
As of and for the Year Ended December 31, 2005

Section [ll - internal Control Findings (Cont.)

Response: The management of the Terrebonne Parish Communications District

agrees with this finding.
Questioned Costs: $§ -0

Section IV - Findings and Questioned = Major Federal Award Program Audit

This section is not applicable.
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Terrebonne Parish Communications District
Management's Corrective Action Plan for Current Year Findings
As of and for the Year Ended December 31, 2005

Sectlon | - Internal Control and Compllance Material to the Financial Statements
Compliance

Condition: Phase One was not complate within the first year of the initial levy of the
semvice charge.

Recommendation: The District needs to seek a timely lawful resolution to

implementing Phase One of FCC Matter 94-102 and Louisiana State Legislative Act
1029.

Planned Action: The District has begun to remit the necessary service charges to the
-gervice suppliers that have signed cooperative agreements and is currently in
negotiations with the final service supplier.

Inadequate {nternal Control

Condition: A reportable condition in the Intemal control related to lack of segregation
of duties.

Rscommendation: The Board of Directors of the Terrebonne Parish Communications
District should closely monitor the day-to-day activities of the District.

Planned Action: The Board of Directors will closely monitor the day-to-day activities of
the Organization until it is financially feasible to smploy additional staff.

Section Il — Internal Control and Compliance Material to Federal Awards
This section is not applicable.

ection Itl - Ma men er

This section is not applicable.




Terrebonne Parlsh Communications District
Schedule of Prior Findings and Resolution Matters
As of and for the Year Ended December 31, 2005

Note: All prior findings relate to the December 31, 2004 audit engagesment.

Section | - Internal Control rl e Financial Statements

Compliance

Criteria: The Federal Communications Commission (FCC) via FCC Matter 94-102,
enacted in July 1996, set distinct requirements for making wireless 911 more
compatible with existing 911 wireline systems and stipulates the necessity for the
establishment of a cost recovery mechanism for both wireless service suppliers and
911 districts. The Louisiana State Legislature enacted Act 1029 to address the issue
of a cost recovery mechanism for Phase One of the FCC order, and was made
effective January 1, 2000 as amendments and reenactments to Louisiana Revised
Statues 33:9101, 9102, 9103, 9105, 9106, and 9109. The Act authorizes Louisiana
Communication Districts to establish, by resolution of the Board of Dirsctors or
Ordinance of the Parish's governing authority, the amount of $0.85 per wireless user
per month to be collected and remitted to the appropriate district for said purpose.
Proceeds shall be used first for payment of wireless service suppliers and district costs
assoclated with the implementation of enhancements required in Phase One. Any
funds collected in excess of those necessary to pay costs of such enhancements may
be expended for any lawful purpose of the District. Phase One requires implementing
enhancements that will automatically provide the number and location of the wireless
caller to the communications district when a caller accesses 911. The District wili be
required to pay a one-time non-recurring fee per subscriber at a rate specified by the
service supplier. A monthiy recurring charge will be paid to the service suppiler by the
District to help cover the service supplier's enhancement costs at a specified rate per
. subscriber. The service suppliers will not be able to receive the monthly recurring
charges uniil a cooperative endeavor agreement has been signed. For any district
having a population of not less than 30,000 persons as of the most recent federal
decennial census, the enhancements shall be completed by the District and all of the
wireless service suppliers within one year of the initial ievy of the service charge.

Condition: During the audit, it was noted that as of December 31, 2004 there were five
signed cooperative endeavor agreements out of a total of six service suppliers. The
District is still in negotiations with the remaining service supplier. Phase One was not
complete within the first year of the initial levy of the service charge. The service
supplier has not received any service charge payments by the District because no
district shall make payment of a service suppliers cost associated with the
implementation of Phase One enhancements required by such an order unless there
is a cooperative endeavor agreement between the District and the supplier delimiting
the cost of the implementation to be recovered. Although the service supplier has not
yet provided Phase One information to the District, wireless users have maintained
access to the 911 system.
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Terrebonne Parish Communications District
Schedule of Prior Findings and Resolution Matters
As of and for the Year Ended December 31, 2005

Section | — internal Control and Compliance Material to the Financial Statements {Cont.)

Recommendation: The District needs to seek a timely lawful resolution to
implementing Phase One of FCC Matter 94-102 and Louisiana State Legislative Act
1029.

Status: Not resolved.

Inadequate Internal Control

Condition: A reportable condition in the internal control related 1o lack of segregation of
duties.

Recommendation: The Board of Directors of the District should closely monitor the
day-to-day activities of the District and implement other control procedures until the
agency has grown o the point where it Is cost beneficial to employ an adequate
system of internal controls.

Status: The District has implemented the recommendation, but the lack of segregation
of duties continues to exist. As such, the Board will continue to perform the
recommendation.

Not applicable.
Section |ll — Management Letter

A management letter was not issued in connection with the audit for the year ended
December 31, 2004.
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